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BAY MILLS 


LIMITED 


ANNUAL REPORT 
for the year ended July 31, 1970 


INDUSTRIES USING OUR PRODUCTS: 


Aircraft 

Aluminum 

Boat 

Building Construction 
Carpet 

Cement 

Chemical 

Curtain 

Electrical 

Hardware 

Highway Construction 
Mining and Smelting 
Paper 

Pipeline Construction 
Production Tooling 
Reinforced Plastics 
Rubber 

Tent Manufacturing 
Toy 

Window Manufacturing 


HEAD OFFICE 
DIRECTORS 
OFFICERS Chairman of the Board 
President 
Vice-President 
Secretary-Treasurer 
EXECUTIVE General Manager 


General Sales Manager 
Controller 
Plant Manager 
SUBSIDIARY COMPANY 
AUDITORS 
LEGAL COUNSEL 
TRANSFER AGENT 


BANKERS 


ANNUAL MEETING 


as 


Midland, Ontario 


Eric H. Cerny, Montreal 
Steven F. Cerny, Mid/and 
Gustave W. Fewks, Montrea/ 
John D. Loveridge, /ngersol// 
Donald A. Jewitt, Toronto 
Derek H. Mather, Montreal 
Sydney J. Nicholls, Midland 


Eric H. Cerny 
Steven F. Cerny 
Gustave W. Fewks 
Sydney J. Nicholls 


Steven F. Cerny, B.Sc. 
Sydney J. Nicholls, B.Eng. 


Frank G. Spence, C.A. 
Felix Kurschner 


Filterfab Limited 


Hutchins, Mullin & Blair 
Chartered Accountants, Toronto 


Salter, Reilly, Jamieson & Apple 
Toronto 


The Royal Trust Company 
Toronto 


The Toronto-Dominion Bank 


King Edward Hotel, Toronto 
November 10, 1970 
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BAY MILLS LIMITED 


REPORT TO THE SHAREHOLDERS 


Net loss for the year ending July 31st, 
1970, was $65,365 compared with net 
earnings for the previous year of 
$147,112. After allowing for dividends 
on Preferred shares, net loss for the last 
fiscal year amounted to 49.8c. per 
Common share as against earnings 
of 52.5c. for the preceding year. Earn- 
ings before depreciation, interest and 
taxes were $246,268 compared with 
$635,406. 

Working capital at July 31st was 
$806,792 compared with $1,062,313 
on the same date a year ago. 

Sales decreased 3.9% from those of 
the previous year. We expect to resume 
our sales growth in the coming year. 
General economic conditions, a strike 


Midland, Ontario 
October 20, 1970 


at one of our major customers, a plant 
closing by another and in particular the 
depressed aircraft, boat, construction, 
and carpet industries adversely affected 
our sales by either decreasing them in 
a particular segment or slowing our 
growth rate in another. Profit margins 
were adversely affected by lower plant 
utilization and the need to adjust inven- 
tories, accelerated ‘“‘Kennedy Round” 
tariff reductions, the increase in the 
international value of the Canadian 
dollar, the continued sharp increases 
in costs, particularly labour. 

During the year the non-woven divi- 
sion was moved to our St. Catharines’ 
plant, and capacity more than doubled. 
New products are under intensive de- 


velopment and we have displaced im- 
ported materials completely in one 
market and partially in another. Produc- 
tivity has been significantly improved 
and sales are developing satisfactorily. 

The capacity of Filterfab Limited was 
increased and forecast sales were ex- 
ceeded. A continuing expansion is 
forecast. 

The coming year promises to con- 
tinue to be difficult, but while taking 
precautions we are not falling back 
into a purely defensive posture. We are 
vigorously working on new develop- 
ments, strengthening our technical staff 
and pursuing increases in productivity 
with zeal. 


Respectfully submitted 
on Behalf of the Board, 


S. F- CERNY 
President 


BAY MILLS LIMITED 


and wholly owned subsidiary 


Statement of Earnings 
Year Ended July 31, 1970 


EARNINGS (before undernoted items)............ 0.00 cece eee eee eee eee 
TV ESUOTS ENO ES. sae cs San SAR ed Sea gi Oe 
Cre OBOMNMN GEC ICCD Care ec el Midetec ste naens eat sek te tans was 
ferres) OM NCOME NM FCCOVELADIC) or alti iss vind cule sts seslas see eure nels sa 
Res mNO CUM MOMte Gan een sl. wah Gdoea at ad aks Coes cand cacese 4 


MESMEARININGS (LOSS) sae tie ve ices deb eedel ean wae es Pa : 


Statement of Source and Application of Funds 
Year Ended July 31, 1970 


SOURCE OF FUNDS 


PESMECALNIIOS lOSa) MEP mete wy ath occ sie a vistas ese Sie elalete sod shaw eee 
ETOVISIOL 1b CO DLeClalOnltem amie as oi slniciis autre oRiniccne Sieve ea ee oe daw 
Less profit on sale of building included above.................0000e 
MOC ICOM RODSLAl Olomeateerata sien ois acs 6.070% 4 f iccvlow Coelele ie etae hark ee ; 
Increase (decrease) in deferred tax Credit........... cece cece e eee ee eee 
ILS aNAOMOAGES DONGSASCNIES Otros ais <4 cine hal phe be bid dlernieiets sine a wa : 
NOG SAA 10) eee arte oat oiscne on oi deo aw kn ib ards ok bra stele Wk Os 
ISSUC One OOO COMMON SANDS ait c.e w oiiaad 6 ce een aid scnadioerbsnte Greia eee eee 
Contributed surplus-area development grant.............0.0eee eae ; 

BESSON CUM MEIDONE Oli erttic plone <iied, Clean Prager each yo tear dated ts : 
Decrease (increase) on other aSSets............ ccc ccc c eee cent enees ; 
SALMO TOL CITG tenn Mee RE ws cea cia tas 2 ieee ee ast eed wale Macey 


APPLICATION OF FUNDS 


Net addition to building, machinery and equipment.................. 
DeGtedSerli St MON Gage ORGS mat soa oie d ayeuske sini «nein « clave at olsen 
DiIvidienasronpiCrekreGeSateSee «a, -sirme sale oldie ema: «3 caleee omiat 6 
Redemption of preferred shares (par value $10,000)................. 


NET CURRENT ASSETS 
NET INCREASE (DECREASE) FOR YEAR.... 


BO CNIINIIOQ OL Vein rater ren ee eee ere ots eer tea vce ait eteua atonal oie, ee : 


Erte OMRV Ol eer io ett ete tetn aan of eeihrysn Cn ncarera ae a Mierleasfatel A igi Sa ee ae ER ' 


$ 246,268 © 


316,161. 
107,233 
(111,761) 


(65,365) 


(65,365) 
316,161 


250,796 


(121,000) 
54,516 
71,490 
(5,696) 


260,106 


412,867 
55,000 


37,760 — 


505,627 


(255,521) 
1,062,313 


806,792 


635,406 
235,471 
92,142 
154,816 
5,865 


147,112 


147,112 
235,471 


(36,389) 


346,194 


1,529,905 


121,778 
35,000 
131,100 
7,750 


1,295,628 


234,277 
828,036 


1,062,313 


BAY MILLS LIMITED 


and wholly owned subsidiary 


ASSETS 
CURRENT ASSETS 
Cashae. goth ite ene <1, Sas nie Ae DDR: heim tia . $ 475 
Accounts receivable, trade, less allowance for doubtful accounts...... 1; 1,055,989 
Inventories, at lower of cost and iePleconey Vale se ha tots ceeoteie te a 1,2 > 1,190,221 
Refundable taxessoneincome awit. : sack cena ore aetna noe : : eee 35,400 
Special:refundable taxi y ee sa ee sitaeses cron es ee een es eee ee : 10,934 
Area development grant receivable, current abe aes See eee 7 56,851 
Prepaid and deferred expenses. RN ee ne 5 afer arth, 12,030 
Total Currentrassets *: oseeeks b> ee Be oe eee 2,485, 2,361,900 
FIXED ASSETS (at cost) 
Buildings sees ter aie ac Src Sig hen ee ee nae ta : 1,457,093 
Machinery and equipment... 0:4 «0.0 see Ho ee eee : Z 2,088,222 
Furniture and. fixtlitesiaare be eitn.< 2 ee iit mete errant cee: ener ee ; 53,943 
3,599,258 
Less accumulated depreciation. 35.5 <.50% Sa cnaeemcee eee eee ; . 1,59 | 1,280,013 
ay 2,319,245 
Ey) EEE Recrr Ce nn ir eer Lg 8 ae 24,353 
Total fixed assets — net..............0.sses eae : ! 2,343,598 
OTHER ASSETS 
Deposits: 2h sas. c.ohpte ene ee hice cians 2 tee rea atrele : 1 : 8,565 
Cash surrender value of life insurance. ............ cece cece ee eee ees : : —_— 
Area development grantrecelvable . «2.4.0, stecs se eee eee eeeene ae 56,851 
Totakotherassets © <5: san 58 Yioaes a eee 14,267 65,416 


4,770,914 


APPROVED ON BEHALF OF THE BOARD 


S. F. Cerny, Director 


fz jircLag S. J. Nicholls, Director 
h 


e accompanying notes form an integral part of the financial statements 
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CONSOLIDATED BALANCE SHEET, JULY 31, 1970 


LIABILITIES 
CURRENT LIABILITIES 


PEPE U OMAN SCCURCO ia la asny the tc he rcueane oat ae scrs, ava'is\ x. oMerchany oiionats 
Accounts payable and accrued liabilities.......................0.00- 
Current portion of funded indebtedness...............00ccceee eee euee 
axes mmncomes OStiiMatedice 220 mite. « felete« sid Ow hde ss, «ais wm slew darnis Sars 


Total current liabilities................. 


FUNDED INDEBTEDNESS 


First mortgage bonds series A (Note 1)........c0.c0ccccecnnes een eas 
Ersumorngage bonds seriesiBi(Notetd)cs ince ccese cease ce tecae acme 
Note payable due December 31, 1971, 8%% variable. . bias 

Note payable due July 31, 1978, Dives ' BE a bccn ox 3 

Note payable due $7,788 quarterly, 9%4%. . 


Serenmew TAX CREDIT (Note 2). 0.0. cbt cee de cece e eee ees 


SHAREHOLDERS’ EQUITY 


CAPITAL STOCK (Note 4) 


Authorized: 
149,000 preferred shares, par value $10 each 
500,000 common shares, no par value 
Issued: 
Preferred — 59,000 6% cumulative redeemable, participating first 
DFeTelred Sale StOCMCS AW ie fined ssa fee es aad s deca tle os : 
OMNI — ZOG IS a SialeS ue latiotee nti em aye aren diss ww ea wlan on 


SURPLUS 


PAM SUMDIUS ts fuerte ee oe cree ce ee tate in wes ts alee scence. Sins eral : 
Reserve for redemption of preferred shares. ..............2-e eee eeeee : 
Gapital SUrDIUS@ eas te oa ee ee ee tea cee hae eee ee : 
COMP IDULCE SUIDIUS (INOLCTS One Saree eh elnen ee Sawa aiehe hea ee, i : 


Shareholders equity............--.s:se-++ gees 


$ 731,962 
— 854,964 
5,519 


1,678,597 


525,000 — 
380,000 
150,000 _ 
| 250.000 
54,516 
1,359,516 


309,000 


590,000 


229,900 


819,900 


462,617 

1,431 
10,000 
298,893 


772,941 
1,592,841 
4,939,954 


$ 523,991 


740,596 
35,000 


1,299,587 


560,000 
400,000 
150,000 
250,000 


1,360,000 


430,000 


590,000 
229,900 


819,900 


566,222 
951 
10,000 


284,254 


861,427 


1,681,327 
4,770,914 


NOTES TO FINANCIAL STATEMENTS 


NOTE 1 


First mortgage Sinking Fund Bonds “’Series A” and ‘’Series B” were 
created under a Trust Deed Agreement dated September 1, 1964 
and a Supplemental Deed of Trust and Mortgage dated September 1, 
1968. The Series A Bonds mature September 1, 1984 and are repay- 
able in principal amounts of $35,000 per annum. The Series B Bonds 
mature September 1, 1988 and are repayable in principal amounts of 
$20,000 per annum commencing September 1, 1970. Bonds of 
both series are redeemable at the option of the company at any time 
at the prices and subject to the terms and conditions contained in 
the Trust Deed. Covenants for the Series A and Series B bonds 
restrict the payment of cash dividends in the future, if after giving 
effect thereto the consolidated net current assets would be reduced 
below $750,000. The consolidated net current assets at July 31, 1970 
exceeded this amount. 


NOTE 2 


The deferred tax credit represents estimated tax deferred by claiming 
approximately $543,400 of capital cost allowance in excess of that 
recorded in the accounts and approximately $34,500 of deferred 
moving and renovation costs claimed for tax purposes. 


NOTE 3 


The area development grant received and receivable is subject to 
fulfillment by the Company of certain conditions until December 1, 
1971 which the Company expects to meet. 


AUDITORS’ REPORT 


To the Shareholders, 
Bay Mills Limited. 


NOTE 4 
Number of 
Outstanding common share warrants and options Shares 
Warrants with ‘Series A’ Bonds, $6.00 per share to 
September 1, 1974 pice vines «tian Sew eye cree 00) 5 yo ol nr nee 
Warrants with ‘Series B’’ Bonds, $5.00 per share to 
September 1, 1974, $6.00 per share to 1979....... 12,000 
Warrants with 7% note due July 31, 1978, $4.50 per share 
to 1973, $5.50 per share to 1978. -....... <0.» a: «eee 
83,000 


NOTE 5 


Directors’ fees and remuneration to salaried directors amounted 
to $117,104. 


NOTE 6 


Gross operating revenue. Sales for the period August 1, 1969 to 
July 31, 1970 decreased by 3.95% from the corresponding previous 
period. 


NOTE 7 


Sales and cost of goods sold for the year ended July 31, 1970, 
compared to the previous year, decreased by 3.95%, and increased 
by 3.74% respectively. 


We have examined the consolidated balance sheet of BAY MILLS LIMITED and wholly owned 
subsidiary as at July 31, 1970, and the consolidated statements of earnings, surplus, and source and 
application of funds for the year then ended. Our examination included a general review of the account- 
ing procedures and such tests of accounting records and other supporting evidence as we considered 
necessary in the circumstances. 


In our opinion the aforementioned financial statements present fairly the consolidated financial 
position of the companies as at July 31, 1970 and the results of their operations and the source and 
application of their funds for the year then ended, in accordance with generally accepted accounting 
principles applied on a basis consistent with that of the preceding year. 


September 24, 1970. HUTCHINS, MULLIN & BLAIR 
Chartered Accountants 


BAY MILLS LIMITED 


and wholly owned subsidiary 


Statement of Surplus Accounts 
Year Ended July 31, 1970 


EARNED SURPLUS 


GlanC OM NNGUSt) to LOGO neamre meine co. foun Meee tis ee ouad tte On edniay Oita noh Pane oN Glyde bas 
Deduct: 


Consolidated net loss for the year. . 
Dividends paid on preferred shares. 
Appropriation to reserve for redemption of preferred shares 


Cr ry 


ays) fol gtorsys | 90 pV Woe 1S 7. Osan peo ait ae me nia ok eRe to a : 


RESERVE FOR REDEMPTION OF PREFERRED SHARES 


BrcaniCe AUG cla <0 OOo ameter Gotan 2 cae erent Fs Abs. ac ssl 3. diy kaw BIS '* WE wl See we 
Add: 

A Mount appropwaled itomseaI Med SUIPIUS ams ine cos seca a kewse serdar vee eees eens : 

Balan Cone Uinvars pmo 7 One crrmrcttiem wets eee alid tra cites this a stale vis, spu, sais /e'aiera. 8 

CAPITAL SURPLUS ; 

Balan COPAUGUS tal tO OO ae eae a aa cs en rica Mee ae Fe oe CIR Re he OU. ee bw wel Ga eh vial 

NOU ANGE CUNO tes y Calcite errr eter hen choles fen hentia eet at isis chaste kieran a bse eab as AnG ; 

Balancer Ulveclenh ods Ok ca retnnnmrdte ats facet Moorea n\o tes set tires ada s a Ws ; 


CONTRIBUTED SURPLUS 
Balance AuGust stl OOO mee ee tapi ae hee ek a va Sia ed ue ioot ats a SVS 0 0 We a Waiwia were eee ¢ 


Add: 


Balance of area development grant receivable on behalf of capital expansion program..... 


Balance July 31, 1970 


$566,222 


65,365 
5 = 37,/60 
480 


103,605 
462,617 


284,254 
14,639 


298,893 


OPERATING RESULTS 


Earnings 

Provision for Depreciation 

Interest 

Provision for Taxes on Income 

Non Recurring Items 

Net Earnings (Loss) 

% of Shareholders’ Equity at Beginning of Year 
Per Common Share 


BALANCE SHEET DATA 


Net Current Assets 

Fixed Assets less Depreciation 
Other Assets 

Net Tangible Assets 


Funded Debt 
Other Deferred Financing 


Shareholders’ Equity 


FINANCIAL RATIOS 


Current Assets to Current Liabilities 
Net Tangible Assets to Funded Indebtedness 
Shareholders’ Equity to Funded Indebtedness 


T Includes deferred tax credit 


* Prior to expansion in 1965 


BAY MILLS LIMITED 


pola 
a fOr esa 


$ 635,406 


235,471 
92,142 
154,816 
5,865 
147,112 
10.6% 
52.5c. 


1,062,313 
2,343,598 

65,416 
3,471,327 


960,000 


830,000 t 


1,681,327 


$ 578,435 


165,171. 
41,140 
196,000. 


176,124 
14.2% 
66.3c. 


1,485,902 
73,373 
2,387,311 


595,000 
408,000 


1,384,311 


$ 828,036. 
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COMPARATIVE TEN YEAR RECORD 


$ 422,940 $ 243,744 $ 4,042 $ 258,745 280,080 721 3,220 $ 136,814 
171,208 170,560 P32, 507 75,248 57,166 55,888 Se:202 
43,415 45,317 31,266 6,374 16,790 15,465 10,890 
105,000 (69,107) 60,308 82,000 47,090 30,273 
103,317 (91,084) 116,815 124,124 94,777 52550 
9.1% (7.3%) 22.2% 30.0% 30.2% 19.7% 
32.4c. (61.7c.) OO.26. — — — 
$ 620,004 > 419,579 $ 370,598 $ 601,685 406,244 $ 324,896 $ 269,078 
1,352,946 1,382,343 1,427,739 803,392 313,812 305,383 180,926 
6,044 S700 14,473 11,425 15,882 8,370 6,981 
1,978,994 1,805,677 1,812,810 1,416,502 735,938 638,649 456,985 
630,000 665,000 700,000 170,000 210,410 234,719 143,331 
105,000 t — = = = a = 
1,243,994 1,140,677 1112;810 1,246,502 525,523 ; 313,654 
1.60 135 1.32 2.25 2.04 2.06 2.16 
3.14 21 2.09 8.33 * 3.49 22 3.19 


1.97, V2 1.59 7.33." 2.50 1:72 va he) 
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BAY MILLS LIMITED 


MIDLAND 


ONTARIO 
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Nine Months Ended April 30, 1970 


BA Mo Ese DME 
(UNAUDITED) Nine Months Ended 
April 30, 1970 April 30, 1969 
STATEMENT OF EARNINGS ($000) ($000) Oe, 
EARNINGS 9(before under-noted items) oicccccccccccccccccstessessssssssssensssssscecsessensnseessseseee , $ 25176 o> $ 433 Co> 
Depreciation: ite ...ge.e Der ee RS BRC esi SU aed 148 
Interest on funded debt 67 
TAXES OD: INCOME 271i eT eee Rec eee ed ee 83 
Finance and moving expense 42 
NET EARNINGS. (oss) 2 ..005)..cc.acce ee oe en eee $ 93 ie 
STATEMENT OF SOURCE AND APPLICATION OF FUNDS ; hal 
SOURCE OF FUNDS 
ING$, “CATMINES). 355.5 5o ta tar de $ (32) ¢ 93 
Depreciation sicincssamsiecaae at see ae i oe eee 222 148 
My. 190 241 
Deferred ‘taxes on income: foie en een Arh —_ 105 
Notes, issued 2 i22..4...ceeenrees Bi 250 
First mortgage bonds .............. — 400 
Area development grant 71 225 
Sale of Dudlainng | sn cee eecetrs come seers sea Penner ee nase — 65 
Common shares issued a 4 
Change in other assets (4) Bo 
$ 314 $1343 
APPLICATION OF FUNDS 
Net additions to fixed assets $ 320 - $1077 
Decrease in first mortgage bonds a5) 35 
Dividends on'spreferred stocks je... 20 eee ee eee 29 122 
$ 404 $1234 
NET CURRENT ASSETS 
Net “increase decrease)... skh cae canenameg ener es es sy nate eens ee $ (90) $ 109 
Tualiys BUSCH a cosets ee oo oe ig 2 che eee ee 1062 _ 828 
Worl SS OE. ok a kieccrcc es ane a Ree eee ae (ecco cdot $ 972 $ 937 
EET aROM eye : a 


